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Broad weakness in 2014 carries forward into 2015
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Unemployment improves, but mostly due to less job
seekers in the labor force
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Revised wage history lowered expectations for growth
in 2015 since our November 2014 torecast
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Reasons for drop in wage forecast

Wage history was revised lower from 2014q1 to 2014q3 which
dampened expectations

Macroeconomic performance was slower than expected

. Effect of the Affordable Care Act on wage pressure was understated

. Slower economic growth in the fourth quarter of 2014

. Montana's dimmer economic prospects:

. Slower employment growth in 2014

. Less wage disbursements from high paying oil jobs result in lower average
wage rates
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Salary
remain

d isbursement growth from
steady fol lowi ng tem pered
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2014to 201 5 will
expectations
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US crude oil prices and natural gas prices
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Oil impact to MT

On average, highest rig count for 2014 was 13 rigs in November. That
count fell to 3 in March of 2015. (compare vs. 103 rigs currently
operating in North Dakota, down from 180 in November 2014)*

In March 2015, the only operating rigs that are producing oil are in
Richland County.*

CAPEX spending is estimated to drop 28% from 2014to 2015, slightly
below the US average of 30o/o during the same timeframe.

The loss in CAPEX spending equates to a loss of $400 million or 0 .8%
of total state gross product.

Net loss in employment for 201 5 in naturat resource and mining is
expected be 200 jobs.

. Lower gas prices are expected to save the Montana consumer around
$680 million by mad 2A1 5 since oil prices began to fall.
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Interest rates will rise from exceptionally low levels
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Oil Markets Deliver a Surprise

,- ,'.

Patrick M. Barkey, Director
Bureau of Business and Economic Research

University of Montana



Best six month performance of the U.S.

economy since well before the recession

Evidence of stronger; more bullish small
business activity

Global outlook dims

Declining oil prices reverberating around the
world
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Getting Better
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ore Balanced, but Slower

o Growth patterns starting to look more like
ten years ago

The commodity boom is oveL will
agriculture prices follow?

Labor markets are quietly getting tighter
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Been, C Big Driver of
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ronse to Price Shock
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Projected
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Seminars

o Travelled to nine cities in Janu arv-March

Western counties definitely seeing growth

Construction mostly disappointing except for
Bozeman

A lot of concern over the future of ag prices

Retrenchment very apparent in oil patch
cou nties



How Do BBER Forecasts Relate to Revenue
Forecasts?

o BBER forecasts are inflation-adj usted, GF

reven ues a re typica lly not
o BBER forecasts are different from IHS

fo reca sts

o BBER forecasts based on calendar
not fiscal year

o Non-farm earnings are different (larger)
than wages and salaries
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Nonfarm earnings more economically sensitive than
wages a nd sa la ries
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State withholding collections much more irregular than
the economy as a whole
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State withholding collections much more irregular than
the economy as a whole
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